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OATH OR AFFIRMATION

1, Steven E. Collopy . swear {or affirm) that, o the hest of
my knowhedge and belief the sccompanying fingncial statement and supponting schedules pertaining to the firm of

Gilder Gagnon Howe & Co LLC - . s

af December 31 L are trus and correct, 1 further swear for 2 Firm) that

neither the company nor any parinos, props

or director has any propoiciary iHercst n any sooount
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Notary Public, State of New York Title
. D No 2902300
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b Sttement of f;hayga in Liabilities Subordinated w Clatms of Creditors,

{g} Computation of Net Capital.

{hy Computation for Determination of Reserve Requirements Pursuant w Rule (53

(11 Informetion Relating %zt Possession or Control Requirements Under Rule 152

i} A Reconciliation, ingluding appropriate explanation of the Computation of Net Capit

Computation for Determination of the Reserve Requiramaents Under Exhibit A of Rule .

ik} A Reconcilistion between the sudited and unaudited Statements of Finsnctal Condivon with respect o methods of
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Report of iIndependent Accountants

To the Members of
Gilder Gagnon Howe & Co. LLC

In accordance with Rule 17a-5(e)(4) of the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying General Assessment Reconciliation
(Form SIPC-7) of the Securities Investor Protection Corporation (SIPC) of Gilder Gagnon Howe & Co.
LLC (the "Company") for the year ended December 31, 2011, which were agreed to by the Company,
the Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc., and the
Securities Investor Protection Corporation (collectively, the "specified parties") solely to assist the
specified parties in evaluating the Company's compliance with the applicable instructions of Form
SIPC-7 during the year ended December 31, 2011. Management is responsible for the Company's
compliance with those requirements. This agreed-upon procedures engagement was conducted in
accordance with attestation standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsibility of those parties specified
in this report. Consequently, we make no representation regarding the sufficiency of the procedures
described below either for the purpose for which this report has been requested or for any other
purpose. The Company amended its form SIPC-7 and the procedures below were applied to the
amended form.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments on page 1, items 2B and 2F of Form SIPC-7 with
the respective cash disbursement records entries, noting no differences.

2. Compared the Total Revenue amount reported on the audited Form X-17A-5 for the year
ended December 31, 2011 to the Total revenue amount of $145,244,882 reported on page 2,
item 2a of Form SIPC-7 for the year ended December 31, 2011, noting no differences.

3.  Compared any adjustments reported on page 2, items 2b and 2c of Form SIPC-7 with the
supporting schedules and working papers, as follows:

a. Compared deductions on line 2c line 3, commissions, floor brokerage and clearance
paid to other SIPC members in connection with securities transactions of $6,686,338
to the expense work papers provided by the Company, including vouching the
expenses to the relevant invoices, validating the amount, and proving the arithmetical
accuracy of the calculation, noting no differences.

b. Compared deductions on line 2¢ line 9(i), total interest and dividend expense of $184
to the JPMC monthly statements provided by the Company, noting no differences.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers obtained in procedure 3, as follows:

a. Recalculated the mathematical accuracy of the SIPC Net Operating Revenues on
page 2, line 2d and the General Assessment @ .0025 on page 2, line 2e of
$138,558,360 and $346,396, respeottve!y of the Form SIPC-7, notmg no differences.

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us
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We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on the Company's preparation of Form SIPC-7 in accordance with the
applicable instructions. Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of management and the board of directors of
the Company, the Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc.,
and the Securities Investor Protection Corporation and is not intended to be and should not be used by
anyone other than these specified parties.

| @AAMAM«JC@TPA/ 2P

PricewaterhouseCoopers LLP
February 27, 2012



SECURITIES INVESTOR PROTECTION CORPORATION
Sch-7 P.O. Box 92185 Washington, D.C. 20090-2185
202-371-8300

General Assessment Reconciliation

SIPC-7

(33-REV 7/10) (33-REV 7/10)

A M ENDgD For the fiscal year ended December 31 , 2011

 ———{Rend~carelully the instructlons in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS
1, Name of Member, address, Designated Examining Autharity, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:
l . | Note: If any of the information shown on the maillng label
Gilder Gagnonl Howe & Co., LLC requires correction, please e-mail any corrections to
3 Columbus Circle form@sipc.org and so indicate on the form filed.
New York, NY 10019 '
Name and telephone number of person to contact
respecting this form.
L_ _I Steven Collopy 212-424-0310
2. A. General Assessment (item 2e from page 2) $346,396
B. Less payment made with SIPC-6 filed (exclude interest) (183.217
7121111
Date Paid
C. Less prior overpayment applied g, D 201 SPe-o P““A o 23,2012 ( 179,894
D. Assessment balance due or {overpayment) (16,715)
E. Interest computed on late payment (see instruction E} for_ days at 20% per annum
F. Total assessment balance and interest due (or overpayment carrled forward) $(16'715)
G. PAID WITH THIS FORM:
Check enclosed, payable to SIPC
Total {(mus! be same as F above) $
H. Overpayment carried forward $( 16,715 )

3, Subsidiaries (S) and predecessors (P) included In this form {(give name and 1934 Act registration number):

The SIPC member submitting this form and the

person by whom it is executed represent thereby . '
that all information contained herein is frue, correct Gilder Gagnon Howe & Co., LLC

and com plete . Mne{forpmauon. Partnarship or other ofganlzal.lon)

(Authorize: lgn‘uc)

Dated the 23___ day of February ,2012 CFO, Member, CPA

{Title)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retaln the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

[~

na Dates:

= Postmarked Received Reviewed

d

E Calculations — Documentation Forward Copy
o=

<> Exceptions:

o

& Disposition of exceptions:

WORKING COPY



DETERMINATION OF “SIPC NET OPERATING REVENUES™
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning January1 2011

and ending December31 , 2011,
Eliminate cents

[tem No. $ 145,244,882

2a. Total revenue (FOCUS Line 12/Part |IA Line 9, Code 4030)

2b. Additions:
(1) Total revenues from the securitias business of subsidiaries {except foreign subsidiaries) and

predecessors not Included above.

{2) Net loss from principal transactions in securities in frading accounts.

{3) Net loss from principal transactions in commodities In trading accounts,

{4) Interest and dividend expense deducted in determining ltem 2a.

(5) Net loss from management of or particlpation in the underwriting or disiribution of securities.

(8) Expenses other than advertising, printing, registration fees and legal fees deducted in determining nel
profit from management of or participation in underwriting or distribution of securities.

(7} Net loss from securities in nvestment accounts,

Total additions

2¢. Deductions:

(1} Revenues from the distributlon of shares of a registered opsn end Investment company or unil
investment trust, from the sale of variable annuities, from the business of insurance, from Investment
advisory services rendered to registered Investment companies or insurance company separate
accounts, and from transactions in securlty futures products.

(2} Revenues from commodity transactions.

(3) Commisslons, floor brokerage and clearance paid to other SIPC members in connection with
securities transactions. 6,686,338

(4) Relmbursements for postage in connection with proxy solicitalion,

(5} Net gain from securities in investment accounts.

(6) 100% of commissions and markups earned from transactions in (i} certificates of deposit and
(ii} Treasury bills, bankers acceptances or commercial paper thal mature ning monihs or lass .
from issuance date. :

(7) Direct expenses of printing advertising and legal fees Incurred in connection with other revenue
related 1o the securities business (revenue defined by Saection 16(3){L) of the Act).

(8) Other revenue not retated either directly or Indirectly to the securities business.
(See Instruction C):

(9} {i) Total interest and dividend expense (FOCUS Line 22/PART IIA Line 13,
Code 4075 plus line 2b{4) above) but nol in excess 184
of total Interest and dividend income. $

(i) 40% of margin interest earned on customers securities

accounts {40% of FOCUS line 5, Cods 3960). $

Enter the greater of line {i} or {ii) 184

Total deductions 6,686,522
2d. SIPC Net Operating Revenues $ 138,558,360
2e. General Assessment @ .0025 $ 346,396

(to page 1, line 2,A.)



SECURITIES INVESTOR PROTECTION CORPORATION
P.0. Box 92185 ;A{)azsg%gtggéoD.C. 20090-2185

General Assessment Reconciliation
For the fiscal year ended _ec 3} 20 _I1
(Read carefully the instructions in your Working Copy before completing this Form)
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

| 030196 FINRA DEC Note: If any of the information shown on the
GILDER GAGNON HOWE 8 COLLG 77 mailing label requires correction, please e-mall
ATTN: STEVEN COLLOPY any corrections o form@sipc.org and so

3 COLUMBUS CIR 2 ,? 320\ indicate on the form filed.

NEW YORK NY 10019-1903 Name and telephone number of person to
contact respecting this form.

L l Srevery  Covofy  2iz-Y424-0310

SIPC-7

(33-REV 7/10)

" SiPC-7

(33-REV 7/10)

€

263 1)

Less paymert made with SIPC-6 filed (exclude interest) (_{¥3 217 )

21200 1}
Date Paid

Less prior overpayment applied . ( )

2. A. General Assessment (item 2e from page 2)

@

Assessment baiance due or (overpayment)

Interest computed on late payment (see instruction E} for _days at 20% per annum

Total assessment balance and interest due (or overpayment carried forward) $ l7i gqq

® m m o o

PAID WITH THIS FORM:

Total (must be samé a5 F above) s 179,894

H. Overpayment carried forward $( )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

The SIPC member submitting this form and the
person by whom it is executed represent thersby , »

that ail information contained herelin is true, correct (‘7_’“36@ Gﬁ GNON ”DWE K (10 LLC
and complete. (Neme of Copporation, Parinsrship or other organization)

- ) {Autherized Pignatu
Dated the 2] _ day of O AN c20]2 . CFO - Memger - CP 7

(Title)

This form and the assessment payment Is due 60 days after the end of the fiscal year. Retain the(Varklng Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

&5 Dates:

= Postmarked Received Reviewed

(T

E Calculations . Documentation _______ Forward Copy
cc

<> Exceptions:

o

<» Disposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning_2ANZE __, 20

and ending DEC. 37, 204(
Eliminate cents

Item No.
2:. Total revenue (FOCUS Line 12/Part IlA Line 9, Code 4030) $ ""S: 2-4(" 882—

2b. Additions:
(1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and

predecessors not included above,

(2) Net loss from principal transactions in securities in trading accounts.

(3) Net loss from principal transactions in commodities In rading accounts.

(4} Interest and dividend expense deducted in determining item 2a.

{5) Net loss from management of or participation in the underwriting or distribution of securities.

{6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from management of or participalion in underwriling or distribution of securities.

(7) Net loss from securltles In Investment accounts.

Total additions

2¢. Deductions:
(1) Revenues from the distribution of shares of a registered open end investment company or unit

investment trust, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate
accounts, and from transactions in security futures products.

(2) Revenues from commodity iransactions.

(3) Commissions, floor brokerage and clearance paid to other SIPG members in connection with
securities transactions.

(4} Reimbursements for postage in connection with proxy solicitalion.

(5) Net gain from securities In investment accounts.

(6) 100% of commissions and markups earned from transaclions In (I} certificates of deposit and
(it} Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from Issuance date.

{7) Direct expenses of prinling advertising and legal fees incurred in connection with other revenue
related to the securitles business (revenue defined by Section 16(9)(L) of the Act).

(8) Other revenue not related either directly or indiractly to the securities business,
(See Instruction C):

(9) (i) Total interest and dividend expense (FOCUS Line 22/PART I1A Line 13,
Code 4075 plus line 2b{4) above) but not in excess
of total interest and dividend income. $

(ii) 40% of margin interest earned on customers securitles ql'[
accounts {40% of FOCUS line 5, Code 3960). $ Z ]

Enter the greater of line (i) or (ii) Q—q q
Total deductions qu

2d. SIPC Nel Operating Revenues $M_=.

2e. General Assessment @ .0025 $ :&3 ”L

(to page 1, line 2.A.)
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February 27, 2012

Securities and Exchange Commission
(Headquarters)

100 F Street, NE

Washington, DC2 0549

Dear Sirs:
We submit herewith the following reports of Gilder Gagnon Howe & Co. LLC (the “Firm”).

Two copies of the Firm's Statement of Financial Condition as of December 31, 2011.

Two copies of the Firm's Financial Statements and Supplemental Schedules pursuant to Rule 17a-5
of the Securities and Exchange Commission and Regulation 1.10 of the Commedity Futures Trading
Commission, for the year ended December 31, 2011.

Two copies of our letter regarding the Firm's internal control.
One copy of our letter regarding the Firm's SIPC Agreed Upon Procedures

It is our understanding that the Firm’s Financial Statements and Supplemental Schedules, which are
bound separately from the Statement of Financial Condition, shall be deemed confidential pursuant to the
disclosure standard set forth in paragraph (e)(3) of Rule 17a-5.

Very truly yours,

W F¥

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T (646) 471 3000, F: (813) 286 6000, www.pwc.com/us
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lllustrative Report of Independent Auditors on Internal Control Required
By SEC Rule 17a-5 and CFTC Regulation 1.16

To the Members of Gilder Gagnon Howe & Co. LLC

In planning and performing our audit of the consolidated financial statements of Gilder Gagnon Howe &
Co. LLC (the “Company”) as of and for the year ended December 31, 2011, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's internal
control over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the consolidated financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Company's internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”) and
Regulation 1.16 of the Commodity Futures Trading Commission (the “CFTC”), we have made a study of
the practices and procedures followed by the Company including consideration of control activities for
safeguarding securities. This study included tests of such practices and procedures that we considered
relevant to the objectives stated in Rule 17a-5(g) and Regulation 1.16 in making the periodic computations
of aggregate debits and net capital under Rule 17a-3(a)(11), making the periodic computations of
minimum financial requirements pursuant to Regulation 1.17, and for determining compliance with the
exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

3. Making the daily computations of the segregation requirements of Section 4d(a)(2) of the Commodity
Exchange Act and the regulations there under, and the segregation of funds based on such
compultations.

4. The daily computations of the foreign futures and foreign options secured amount requirements
pursuant to Regulation 30.7 of the CFTC.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's and the CFTC's previously mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the Company has

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us
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responsibility are safeguarded against loss from unauthorized use or disposition and that transactions are
executed in accordance with management's authorization and recorded properly to permit the preparation
of financial statements in conformity with generally accepted accounting principles. Rule 17a-5(g) and
Regulation 1.16(d)(2) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the company's financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be material weaknesses, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC and CFTC to be adequate for their purposes in
accordance with the Securities Exchange Act of 1934, the Commadity Exchange Act, and related
regulations, and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures, as described in the second paragraph of
this report, were adequate at December 31, 2011 to meet the SEC's and CFTC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the CFTC, the National Futures Association, the Financial Industry Regulatory Authority, and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 or Regulation
1.16 of the CFTC or both in their regulation of registered brokers and dealers, and is not intended to be
and should not be used by anyone other than these specified parties.

WJP

PricewaterhouseCoopers LLP
February 27, 2012
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Consolidated Statement of Financial Condition
December 31, 2011
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Report of Independent Auditors

To the Members of
Gilder Gagnon Howe & Co. LLC

In our opinion, the accompanying consolidated statement of financial condition presents fairly, in all
material respects, the consolidated financial position of Gilder Gagnon Howe & Co. LLC (the “Firm”) and
its subsidiaries at December 31, 2011, in conformity with accounting principles generally accepted in the
United States of America. This financial statement is the responsibility of the Firm’s management. Our
responsibility is to express an opinion on this financial statement based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statement, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

(Resrlihuoilospuaz T#

February 27, 2012

PricewaterhouseCoopers LLP, PricewaterhouseCoopers.Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us



Gilder Gagnon Howe & Co. LLC
Consolidated Statement of Financial Condition
December 31, 2011

Assets

Cash

Receivable from clearing broker

Securities owned, held at clearing broker, at market value

Furniture, equipment, aircraft and leasehold improvements, at cost, net of
accumulated depreciation and amortization of $12,184,639

Other assets

Total assets
Liabilities and Members' Capital
Liabilities
Accrued compensation
Profit sharing plan
Accounts payable and accrued expenses

Total liabilities
Commitments and contingencies (Note 5)
Members' capital

Total liabilities and members' capital

720,063
3,910,667
31,859,291

9,600,581
779,905

46,870,507

6,695,091
2,687,770
4,551,674

13,934,435

32,936,072

46,870,507

The accompanying notes are an integral part of the consolidated statement of financial condition.

2



Gilder Gagnon Howe & Co. LLC
Notes to Consolidated Statement of Financial Condition
December 31, 2011

1. Organization and Nature of Operations

Gilder Gagnon Howe & Co. LLC (the “Firm”) is a New York limited liability corporation. The Firm is
a broker-dealer registered with the Securities and Exchange Commission (“SEC"). The Firm is
also a member of the Financial Industry Regulatory Authority (“FINRA"). In addition, the Firm is
registered as a futures commissions merchant with the Commodity Futures Trading Commission
(“CFTC"). The Firm has not yet commenced futures operations. On January 27, 2008, the Firm
received approval from the SEC to act as an Investment Adviser.

The Firm manages investments for individual customers on a discretionary basis. It earns income
from commissions charged to customers, and effects transactions in listed and unlisted securities,
options and commodities. The Firm introduces all of its customer transactions, which are not
reflected in these financial statements, to a clearing broker, which clears such transactions on a
“fully disclosed” basis. The clearing broker has procedures to maintain collateral for such
customers’ margin loans. Pursuant to the terms of the agreement with the clearing broker, the
clearing broker may charge the Firm for uncollateralized margin loans receivable, as the Firm is
responsible for maintaining margin in each customer's margin account to the satisfaction of the
clearing broker. The clearing broker may also charge the Firm for losses that result from a
counterparty’s failure to fulfill its contractual obligations. As the right to charge the Firm has no
maximum amount and applies to all trades executed through the clearing broker, the Firm believes
there is no maximum amount assignable to this right. At December 31, 2011, the Firm has
recorded no liabilities with regard to the clearing broker’s right.

In addition, the Firm has the right to pursue collection or performance from the counterparties who
do not perform under their contractual obligations.

2, Significant Accounting Policies

Principles of Consolidation

The Firm’s wholly-owned subsidiaries were established for operating purposes. The consolidated
financial statements include the accounts of the Firm and its wholly-owned subsidiaries In Pursuit
LLC, Cloverleaf LLC and Onward and Upward LLC. The subsidiaries are single member limited
liability companies in which Gilder Gagnon Howe & Co. LLC has a 100% interest. All material
intercompany amounts are eliminated in consolidation.

Cash
The Firm maintains its cash in primarily one major financial institution.

Receivable from Clearing Broker

Receivable from clearing broker represents commissions and interest receivable from the Firm’s
clearing broker. The Firm is subject to credit risk should the clearing broker be unable to repay the
receivable from clearing broker balance reflected on the statement of financial condition; however,
the Firm does not anticipate non-performance by this counterparty. The carrying value of the
receivable from clearing broker approximates the fair value as the balance is short-term and
interest bearing.

Securities Transactions
Securities transactions are recorded on a trade-date basis at market value.



Gilder Gagnon Howe & Co. LLC
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Furniture, Equipment, Aircraft and Leasehold Improvements

Furniture, equipment and aircraft are depreciated over their estimated useful lives using the
declining-balance method. In 2011, the Firm continued to use the rate at which they apply the
declining-balance method of 125%. This resulted in an immaterial cumulative change. Leasehold
improvements are depreciated over the shorter of the term of the lease or the estimated life of the
improvement using the straight-line method.

Financial Instruments

The fair values of the Firm’s financial instruments approximate their carrying values due to their
short-term nature (receivables, payables). All of the Firm's financial instruments are primarily
investments in money market accounts and therefore are Level 1 under ASC 820.

Income Taxes

The Firm provides for local unincorporated business taxes and New York State sales tax. Other
income taxes have not been provided, as the members are individually responsible for such taxes
on their respective share of the Firm's net income.

The Firm has adopted the provisions of ASC 740 beginning in 2009. Adoption of ASC 740 did not
have a material effect on the Firm’s financial Condition. The last open tax year that the Firm is
subject to examination is 2009.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements. Actual results could differ from those estimates.

Recent Accounting Developments

In May 2009, the FASB issued amended accounting principles related to subsequent events, which
codify the guidance regarding the disclosure of events occurring subsequent to the balance sheet
date. These amended principles do not change the definition of a subsequent event (i.e., an event
or transaction that occurs after the balance sheet date but before the financial statements are
issued). The Firm has evaluated subsequent events through February 27, 2012.

3. Furniture, Equipment, Aircraft and Leasehold Improvements

A summary of the components of furniture, equipment, aircraft and leasehold improvements at
December 31, 2011 are as follows:

Furniture $ 1,547,473
Equipment 2,028,803
Aircraft 5,291,263
Leasehold improvements 12,917,681
21,785,220

Accumulated depreciation and amortization (12,184,639)
$ 9,600,581

The Firm owns 100% of one aircraft and a fractional interest (6.25%, 6.25% and 3.125% interest) in
the remaining three aircrafts.
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4. Profit-Sharing Plan

The Firm has a profit-sharing plan for all full-time eligible employees. The 2011 Firm contribution is
an amount equal to 20% of the compensation earned by eligible employees during 2011, limited to
the maximum $49,000 per individual employee allowable under United States Treasury
Department regulations.

5. Commitments and Contingencies
The Firm is obligated under a noncancelable lease for office space which expires on January 31,
2017. The lease contains a provision for escalation based on certain increases in costs incurred by
the lessor. Minimum future annual rental commitments under the noncancelable operating lease
are as follows:

Year Ending December 31,

2012 $ 3,561,323
2013 3,914,887
2014 4,036,851
2015 and thereafter 8,733,063
Total minimum future rental payments $ 20,246,124
6. Regulatory Requirements

The Firm is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule

(SEC Rule 15¢3-1) and the Commodity Futures Trading Commission’s Regulation 1.17, which both
require the maintenance of minimum net capital, as defined. The Firm has elected to use the
alternative method permitted by these rules, under which the Firm’s greatest minimum net capital
requirement is $1,000,000. At December 31, 2011, the Firm had net capital, as defined, of
approximately $16,976,742, which was $15,976,742 in excess of the minimum net capital rule
requirement.

The Firm had no regulated commodity customers’ accounts open on its books at December 31,
2011; therefore, a schedule of segregation requirements and funds in segregation has not been
prepared.

The Firm claims exemption under the exemptive provisions of Rule 15¢3-3 under paragraph
(k)(2)(ii) because, as an introducing broker, it clears all transactions with and for customers on a
fully disclosed basis with its clearing broker, and promptly transmits all customer funds and
securities to the clearing broker.
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